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1. Qe rate of the "R/E", whieh acteally racers to checka and drafts by il, can 
be quoted sy any breker in Tiesteta or Shanehai. %1¢ varies reughly from 4 vremiun 
of & cor sent to a discenat of the gone cusunt. The annownced poetel ce pehip by 
tbe Chinaee pest offices has cuuwed Tlentein te te flooded with cheeks a: 
whies vsople are trylag to cagh fer dellere and has temporarily mnt the 
10 par cent discoant., Probably o 7.8, cheek or Greft could be caehed for (RO on the 
blecr morket at aporczimately par. AbShough Shanghel demertera noracliv entitle 
thets foreign debit balancas by thia so-called “/ , they elatm that they sre not 
remitting any prefite abroad bat ere using foem to waintein their Chine egiabl Leh- 
meyate. 

Sbipsss Ugetown Valuntiona 
2, Experts from China are undervalued te the leweet figure thet custome will secent, 


which in some cases is leas than coat, A Buyer in the United States, for examrle, 
would romit morey to China on the baazis of the low valuation and then ty arreenent 
“with the exporter would remit the reminder by U.S. echesk or leave it, 4% the ex 

porter'’s request, in the States as free funds. 


3. Ghinese customs valuations sre not always the same for identical exports a; different | 
ports. for exauple, Shangha4 valued a certzin kind of for at USS, or the equivaleat, | 
while at Tientein the eame far wee assessed at USERS. 


4. in lomorte, overvaluation to the limit of aceentability by Chinese custome ia the | 
rule, ince licensed importa are bought at the chean offfelial rate, or half the black 
market rate. Chineze customs cre able to check om invoice prices in the case of. 
ataples. and are apt to hold these to an accurate figure, but valuations of 
mlacelleneons itemea ara not aheciked. 


5, In Shanghat there is no direst evidence that Licences are being sold, although thera 
ie gcme indication that thia would ba done if the amounts invelved were lavee ensues. 
Rather, there appear to be various vaya of expending the amount of zocds’ isported a3 
licenes by manipulating velusa, “his is a natural development conaidering the i 
anount of eauggling which gcoea an. 
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There is no completely legal business going on in Shanghai. Chinese officials are 
always involved at some point in the proceedings and are distinctly reluctant to 

deal with foreigners, particularly Americans, for fear they will not "understand" the 
almost required irregularitios. Foreigners can ueually diseipate official 
embarrasament by showing a very "understanding" attitude and by dispensing special 
favors. Favors from officiale and availability of goods make the black foreign: 
exchange extremely profitable for the brokere who deal in it. American and other 
foreign import-export firms in Shanghai end Fientesin have for a long time completnea 
about the stifling of foreign trade, but methods which individual traders or firms 
heve developed to circumvent the lawa remein undisclosed. ; 


P. b s 


The typical attitude of Chinese private businessmen of the upper level is that a 
U.S. loan to China would strengthen the hand of the Chinese Government in ths field 
which should be restricted to private enterprise, and that this interferencs would 
promote inefficiency to an alarming degree, This group also believes that uolese 
the Civil War is stopped, no matter how large a loan might be forthcoming from the 
U.S., nothing except a temporary etrengthening of morele could be accomplishsd. 


The typical university-educated liberal opposes anything that will prolong the life 
of the present government at the expense of the “"pecple". This attitude is only 


slightly different from that of the Gommunists. ‘The oniy people who are convinced 
that a loan would really help are the Kuomintang Party members. 
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